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Mr. GC. Balfour, 


Globe & Mail, 


HEAD OFFICE LONDON, canabDa 


Box 2185, Terminal A, 
London, Ontario. 
December 15, 1966. 


Toronto, Ontario. 


Dear Sir: 


Re: Election of Officers 


At a meeting of the Directors of Silverwood Dairies, Limited 
held this afternoon, the following officers were elected: 


Mr. 
Mr. 
Mr. 
Mr. 
Mie 


mao 


G. Silverwood - Honorary Chairman of the Board 


H. Gillies - Chairman of the Board & Chief Executive Officer 
L. Davies - President 
E. Kaye - Vice-President - Dairy Operations 


T. Spettigue - Vice-President - Production 


All appointments are effective immediately. 


L.R.Gray:ep 


BRACEBRIDGE - BRANTFORD - CALEDONIA - 


Yours very truly, 


SILVERWOOD DAIRIES, LIMITED 


/ y Z ; S ay ¢ a 
Secretary-Treasurer. 


PLANTS LOCATED AT 


CARGILL - CHATHAM - ELMIRA - HAMILTON - KITCHENER - LINDSAY - LONDON - LUCKNOW 


NORTH BAY - OTTAWA - PETERBOROUGH - ST. CATHARINES - ST. THOMAS - SARNIA - STRATFORD - SAULT STE. MARIE 


SUDBURY - TORONTO - WINDSOR -: 


WOODSTOCK - EDMONTON, ALTA. - REGINA, SASK. - BRANDON, MAN. - WINNIPEG, MAN. 
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Silverwood Dairies , Limited 


1966 ANNUAL REPORT 


for the year ended March 31 


The sixty-third year of our Canadian-owned company. Of our 4867 shareholders 
98.4% reside in Canada and own 99.3% of the total stock. 


HEAD OFFICE: 75 BATHURST STREET, LONDON, ONTARIO 
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FINANCIAL HIGHLIGHTS 


for the Year Ended March 31 


SALES 


NET PROFIT 


PER CLASS “A” AND 
CLASS “B’” SHARE 
ISSUED AT MARCH 31 


DIVIDENDS PAID 
RATE PER CLASS “A” 
AND CLASS “B” SHARE 


EARNINGS RETAINED | 
IN BUSINESS FOR YEAR 


~ EARNINGS RE-INVESTED 
IN. BUSINESS TO DATE 


SHARES OUTSTANDING 
CLASS “A” 
CLASS “B” 


BONDS AND DEBENTURES 
OUTSTANDING 


DEPRECIATION 


WORKING CAPITAL 


% ON 
1966 SALES 1965 
$61,956,835 100.0 $53,512,422 


$ 1,559,984 Sil, 005/ 000 


$1.18 $1.25 


$ 991,413 882,228 
$ .J72% 
$ 568,571 Wh 701,362 
$10,275,904 faee $ 9,082,173 
878,451 822,146 
441,212 441,212 
$ 1,037,500 oa $ 1,124,500 
$ 1,563,013 eae $ 1,407,475 
$ 2,509,365 ee $ 4,880,322 


% ON 
SALES 


100.0 


3.0 


ier 


1.3 


E. G. SILVERWOOD 


Chairman of the Board 


J. H. GILLIES 


President 


TO OUR SHAREHOLDERS 


London, Canada May 17, 1966 


NEW ACQUISITIONS: The financial statements 
for the fiscal year ended March 31, 1966 reflect the 
purchase of 99.3% of the outstanding common shares 
of United Dairies Limited, an old established busi- 
ness operating in the Provinces of Alberta and 
British Columbia; also the purchase by a subsidiary 
of United Dairies cf the minority interest in North- 
western Creamery of Victoria, not formerly owned 
by that subsidiary. The statements also reflect the 
purchase of the assets and business of Findlay 
Kemp Dairies Limited in the Toronto market. 


The first three of our Auditors’ “NOTES TO THE 
CONSOLIDATED FINANCIAL STATEMENTS” give the 
financial details of these transactions and an 
explanation of their effect on our consolidated 
statements. On pages 24-25 of this report you will 
find additional information with regard to United 
Dairies Limited and Findlay Kemp Dairies Limited. 
Elsewhere in the report we include pictures of a few 
of the plants of United Dairies Limited. 


As United Dairies was acquired on January 5, 1966, 
and Findlay Kemp on February 1, 1966, their effect 
on sales and earnings will be much more evident 

a year from now. Moreover, the final three months 
of our fiscal year are generally the least profitable. 


The significance of these major acquisitions to your 
Company's future is readily apparent. Toronto has 
been our major market for years and prior to the 
purchase of Findlay Kemp and United Dairies, our 


sales in the Toronto area were 28% of our total 
company-wide sales. Our position in this important 
market is strengthened by the considerable additional 
volume obtained from Findlay Kemp. 


Through United Dairies Limited your Company's 
operations are extended, with no duplication of our 
former markets, to the important cities of Calgary, 
Vancouver and Victoria, as well as to other smaller 
markets in both Alberta and British Columbia. The 
potential in these fast growing areas of western 
Canada is very encouraging and we are most 
optimistic about the future. 


With these acquisitions we anticipate that total 
sales in the present fiscal year will be in the 
neighbourhood of $85,000,000. The profit per 
dollar of sales of these companies has not been 
comparable with our own and it will undoubtedly 
take time to improve this situation through economies 
as a result of consolidation and other means. As 
always we will strive to make a reasonable return 
per dollar of sales and confidently look forward to 
improving our earning record in the years ahead. 


SALES: Sales were at a record $61,956,835 (1965 
— $53,512,422) but, of course, include the sales of 
United Dairies for the last three months and of 
Findlay Kemp for the last two months of the year. 


A year ago we spoke of the trend in milk sales from 
home delivery to stores, particularly with reference 
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(continued) 


to the Toronto market. This trend has been continuing 
and spreading to other markets and this past year 
two-thirds of our markets showed a decrease in 
home delivered business. We were encouraged, 
however, by the fact that in Toronto this decline in 
home delivered volume was slowed somewhat, being 
about three-quarters that of the previous year. 

Our sales to stores continued to increase in 

most markets and the gain in total sales volume 
was just over 2%, a slightly better result than 

in the previous year. 


Sales of cottage cheese, butter, Beep, orange juice, 
apple juice, fruit drinks and eggs from our milk 
trucks were in substantial quantities and provided 
our salesmen with a diversified line of products to 
offer the housewife. 


An interesting development in packaging was the 
introduction in the London market of a three-quart 
returnable plastic jug and its reception by our 
customers was such that its use is being extended 
to additional markets. Compared with the familiar 
glass jug, it provides a great saving in weight, 
eliminates the hazard of broken glass and should 
have a longer life than a glass bottle. Unlike the 
plastic-coated paper bottle which was recently 
introduced into Canada, adding to the processors’ 
costs, the returnable plastic jug will give 

hard pressed distributors a measure of economy. 
There are indications that similar bottles in 

smaller sizes may eventually replace the 

glass bottle completely. 


Last fall we discontinued the processing of milk in 
Chatham, which is now being supplied from our fine 
new Windsor plant. This continues the trend toward 
centralization of processing in our larger plants. 


In spite of disappointing weather last summer and 
fall, our ice cream sales volume established a new 
record of 5,780,000 gallons, an increase of 
practically 9%. 


Butter sales were maintained at the level of the 
previous year but our production fell to 7,112,000 
pounds from the record 7,900,000 pounds made in 


the previous year and it was necessary for us to 
purchase additional butter to meet our sales 
requirements. 


EARNINGS: Consolidated net profit after taxes 
was $1,559,984 (1965— $1,583,590), a decline of 
$23,606 or 1.5% below the record earnings of the 
previous year. Our earnings per dollar of sales were 
2.5% (1965—3%). Earnings per share on our com- 
bined Class “A” and Class ““B” shares were $1.18 
(1965— $1.25), calculated as has been our practice 
on the basis of the number of shares outstanding 

at the end of the fiscal year. We point out that 

this year was affected by the fact that 52,372 
additional shares were issued since January 5, 1966, 
in part consideration for the purchase of United 
Dairies and the minority interest of its subsidiary, 
Northwestern Creamery. The contribution of United 
Dairies to our earnings during the last three winter 
months of our year was a minor one, it being the 
least profitable quarter of the year. Had earnings per 
share been calculated on the basis of the average 
outstanding shares for the year, rather than 

the shares outstanding on March 31, they would be 
$1.22 (1965— $1.26). We propose to adopt this 
method for future comparisons. 


We discontinued the write off of route lists purchased, 
at the beginning of the year under review, because 


SALES 
MILLIONS OF DOLLARS 
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of an adverse decision from the Tax Appeal Board, 
received last June, that such amortization is not 

a deductible expense for tax purposes but rather 

is a Capital expenditure for an intangible asset 
having a continuing value. We regret losing our 
appeal but the Board's decisions in similar 
situations have become so consistent that we see 
no merit in taking the matter to a higher court. Had 
Our previous policy been followed, route list 
amortization of approximately $177,000 would 
have been charged against operations and the 
consolidated profit after tax would have been 
reduced by this amount. 


The decline in the percentage of milk sold at retail 
by all branches from 60.8% in 1965 to 57.8%, a 
further trend toward multiple quart containers and 
toward the purchase of low fat products, such as 
skimmed and partly skimmed milk, have contributed 
to a decline in revenue per unit. This situation is 
coupled with a considerable increase in the cost 

of product, wages, pensions, and numerous goods 
and services all along the line. Increases in selling 
prices of fluid milk products at Ontario branches 
helped considerably during the last five months but 
were insufficient to offset this price-cost squeeze. 


The price of jug milk in the Toronto market increased 
by 2¢ per three-quart jug, the first increase for 

this container since 1957. The consumer can now 
buy it from the chain stores, or from hundreds 

of smaller stores that feature milk, at 19¢ per 
Imperial quart in the three-quart size—very 
unrealistic pricing in the face of today’s costs. Our 
branches in western Canada have been very much 
in need of substantial improvements in selling prices. 
Winnipeg increased prices of by-products only on 
March 8, 1966. Regina’s prices increased effective 
April 18, 1966, and in Alberta we are awaiting the 
results of an application to the Public Utilities 
Board for a price increase which is badly needed. 
The Chairman of the Ontario Milk Marketing Board 
has already announced that the cost of milk to the 
processors will be further increased before the 

end of June and another round of price increases 
to the consumer will be inevitable. 


While we enjoyed a substantial increase in the 
volume of ice cream sold, the average selling price 
per gallon during the year was slightly reduced. 
The increased cost of milk, wages, etc., has forced 
an increase in ice cream selling prices since our 
year end and it is anticipated that we will have 

a much needed improvement in our margin. 


FIXED ASSETS: The gross book value of capital 
assets is $35,918,696 (1965— $26,137,882). 
Accumulated depreciation is $18,696,750 (1965— 
$13,710,968), being 52% of depreciable assets. 


Net capital expenditures during the year totalled 
$3,506,226. In this connection you will be pleased 
to know that the plants of United Dairies Limited 
have been well maintained and their equipment is 
modern and in good condition. The ice cream plant 
in Vancouver, B.C. and a small plant at Red Deer, 
Alberta, are new within the past couple of years. 
The Calgary, Alberta property of United Dairies— 
Union Milk Company, is in the heart of the downtown 
area. In Vancouver, Jersey Farms Limited operates 
two processing plants for milk in addition to the 
new ice cream plant. The Northwestern Creamery 
plant is centrally located in Victoria, B.C. We 
acquired two of the three Findlay Kemp processing 
plants in Toronto, Ontario and are busily 
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(continued) 


consolidating their production and distribution 

with our former operations in that market. 

We were successful in obtaining a twenty-eight acre 
site adjacent to the Macdonald-Cartier Expressway 
(Highway 401) in the City of London and the first 
stage of our new Ice Cream Plant is under construction. 
Our founder, the late A. E. Silverwood, wrote a 
letter in April 1903 at the close of his first week’s 
business in London, and in it mentioned the 
possibility of buying a horse to enable him to visit 
local farms in the interest of buying eggs and poultry 
and for use in cartage. Years later the Company 
numbered its horses for milk delivery in hundreds. 
Full circle was reached this past year when our 


Stratford Branch converted their remaining 


horse-drawn vehicles to trucks, the last branch of 
the Company to complete this conversion. We now 
Operate approximately two thousand trucks for 
delivery purposes. 


WORKING CAPITAL: Consolidated working 
capital (current assets less current liabilities) is 
$2,509,365 (1965— $4,880,322), a decline of 
$2,370,957. Since January 5, 1966, cash payments 
of $1,773,085 were made to purchase the stock of 
United Dairies Limited. A subsidiary of United Dairies 
was advanced $363,000 to enable it to purchase 
the minority interest in Northwestern Creamery 
Limited in Victoria. An $800,000 payment was made 
at the date of closing the Findlay Kemp purchase. 


NEW FINANCING: It is anticipated that about 
the middle of June your Company will create and 
issue $10,000,000 of Sinking Fund Debentures. 
From the proceeds the presently outstanding 4% 
General Mortgage Bonds and 5%% Convertible 
Sinking Fund Debentures will be redeemed, bank 
loans will be repaid, the final payment on the Findlay 
Kemp purchase will be made, the Company's 
modernization program will be continued, including 
the new ice cream plant referred to in this and in 
last year’s annual report, and working capital 

will be augmented. 


\ 


DIVIDENDS AND RETAINED EARNINGS 
(EARNED SURPLUS): Dividends totalling 772¢ 
per share were paid on both Class ‘“A” and 

Class ‘’B” stock. In October the quarterly rate was 
raised from 17%¢ to 20¢. Total dividends were 
$991,413 (1965— $882,228), up $109,185 due 

to the increased rate and the additional Class “A” 
shares issued during the year. 


Consolidated earned surplus at March 31, 1966, 
stood at $10,275,904 ($9,082,173), an improvement 
of $1,193,731. However, of this amount $625,160 
is due to reversing amortization of route lists during 
nine previous years. Your Company distributed 
63.6% (55.7%) of net earnings as dividends and 
re-invested 36.4% (44.3%) in the business. 


BONDS AND DEBENTURES: Funded debt was 
reduced by $87,000 to $1,037,500 ($1,124,500). 
Of this reduction $47,000 was due to conversion 

of 5%% debentures into Class ‘’A” shares at a 
conversion price of $12 per share. 


CAPITAL STOCK: During the year, 56,305 shares 
of Class ‘‘A” stock were issued: 45,112 as part 
consideration for the purchase of shares of United 
Dairies Limited, 7,260 sold for cash to the vendors 
of the shares of Northwestern Creamery which were 
purchased by a subsidiary of United Dairies, 3,923 


NET PROFIT AFTER INCOME TAXES 
(IN HUNDRED THOUSAND DOLLARS) 
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in exchange for 5%% debentures as mentioned above, 
and 10 shares to an employee under a purchase 
agreement. 


ANNUAL REPORT COMPETITION: Our 1965 
Annual report received a Merit Award in the annual 
report survey and competition conducted by the 
Financial World of New York—the sixteenth 
consecutive Silverwood annual report to receive this 
distinction. It was selected for third place among 
dairies in United States and Canada having reports 
entered in the survey, a repetition of an award won 
in 1962. 


The report also won first place for companies in 
the Sales and Distribution Division of a contest 
conducted by Canada’s Financial Post. In 1963 we 
won this award for the first time. 


RESIGNATION OF DIRECTOR: Mr. H. G. 
Stapells, O.C., senior partner of the legal firm of 
Stapells, Sewell, Stapells, Patterson and Rodgers of 
Toronto, resigned from our Board because of poor 
health. He had been a Director of Dairy Corporation 
of Canada prior to our purchasing that business in 
1945 and had served on our Board for the past twenty 
years. He has been a most faithful and competent 
director, very helpful to the management of your 
Company on many occasions and his wit and 


NET CAPITAL EXPENDITURES & DEPRECIATION 
(IN HUNDRED THOUSAND DOLLARS) 
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sparkling personality brightened up many a meeting. 
Mr. A. E. Lawrence, a partner in Moore-Smyth-Willis 
Limited Insurance Agency, of London, Ontario 

was elected to replace Mr. Stapells. 


OUTLOOK: With your company’s expansion to the 
Pacific coast, it has now become the largest dairy 
organization in Canada. The year ahead will be one 
of transition and the full potential of the expanded 
company will not be immediately realized. 
Nevertheless, as we are well established in all 

the principal markets from Ontario to British 
Columbia, it is anticipated that we will continue 

to progress in sales and financial strength. 


As always we will strive to merit the loyalty of our 
many thousands of customers through quality of 
products and good service. We wish to thank our 
employees, milk producers and suppliers for their 
continued support and faithful application to their 
daily tasks, that assures such quality and service. 


CODie sy 


Chairman of the Board 


CZ 


President 
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CONSOLIDATED BALANCE SHEET, MARC! 


ASSETS 


Current: 
Cash . nate 
Short term deposits With Banke 


Marketable securities—at cost (market vallen at March 31, 1966— 
approximately $994,115) . re eee) Gee) ce ; 


Accounts receivable— 
Trade accounts (less allowance for doubtful accounts— $192,810 at 
March 31, 1966) : Ran. [9d Seen eee 


Sundry 


Inventories—at the lower Bt Pact or ner ‘tealizable value 
Dairy products . pans rs 


Stores and supplies . 
Prepaid expenses 


Fixed—substantially at cost: 
Land . 
Buildings. 
Machinery and eatipnient 
Merchandising equipment 
Delivery equipment . 


Less accumulated depreciation . 


Sundry: 
Cash on deposit with trustees for bondholders . 
Deferred expenses and sundry assets 
Route lists and goodwill—at cost (see note A) | 


Discount and expenses in connection with bonds and debentares 
issued, less amortization ae ee I ie 


On behalf of the Board 


CO0t 2 a2 


Director Director 


March 31, 
1966 


2 1/3015,613 
205,515 


AGES 
3,836,309 

400,205 
1,768,998 


1,932,557 
767,993 


T1,390/525 


i 22299 
8,858,062 
12,456,377 
5,234,960 
7,646,998 


35,918,696 


18,696,750 


17,221,946 


730,271 
1,925,960 


46,736 


2,708,967 


$31,321,438 


March 31, 
1965 


$ 1,482,957 
100,000 


2,047,397 


2,192,546 
137,973 


1,040,459 
1,335/811 

437,595 
8,774,738 


1,035,774 
6,267,205 
8,835,308 
4,646,787 
5,352,808 
26,137,882 
13,710;/968 
12,426,914 


15,750 
349,569 
349,006 


58,736 
773,061 


$21,974,713 


31, 1966 (with comparative amounts at March 31, 1965) 


LIABILITIES 


Current: 
Due to bankers : 
Accounts payable—milk and cream sierocicers : 
Other accounts payable and accrued charges 
Balance due under purchase agreement (see note 2). 
Income and other taxes payable 
Dividends payable April 1 


Principal instalments on mortgages, were ating asiyed sawanite pay- 
able due within one year . Sy gt ee TRA Bae 


Mortgages, notes and deferred accounts payable (see note 5) 
Bonds and debentures payable (see note 6) . 
Accumulated tax reductions applicable to future years (see note 7) 


Minority interest in subsidiary companies 


Capital (see note 8): 

Class “A” shares without par value entitled to cumulative, preferential 
dividends of 60¢ per share per annum, payable quarterly, and after 
the Class ‘’B’’ shares have received 60¢ per share in any one year to 
further participation rateably with Class ‘’B” shares; entitled in 
liquidation to a priority of $15 per share— 


Class ‘’B” shares without par value— 


Glass A Class ““B” 
Authorized . . 1,000,000 shs. 500,000 shs. 
Issued at March 31, 1966. 878,451 shs. 


441,212 shs. 
Consolidated earned surpius (see note 9). Fae ee ws 


The attached ‘Notes to the Consolidated Financial Statements” 
on the following pages should be read together with this statement. 


March 31, 


1966 


$ 898,674 
2,528,814 
3,306,383 
1,064,816 

679,866 
263,770 


138,837 


_ 8,881,160 
1,913,296 
1,037,500 
1,849,958 


318,941 


7,044,679 
10,275,904 


17,320,583 


$31,321,438 


March 31, 


1965 


Sal;O51,623 
1,647,662 


174,239 
220,892 


3,894,416 


1,124,500 


1,701,000 


6,172,624 
90382173 
15,254,797 


$21,974,713 


STATEMENT OF CONSOLIDATED PROFIT AND LOSS 


YEAR ENDED MARCH 31, 1966 
(with comparative amounts for 1965) 


Sales . 


Less: 
Cost of material and production expense 
Selling, administrative and general expense (x) 
Amortization of route list costs . 
Depreciation . 


Miscellaneous revenue . 
Operating profit 


Add: 
Investment income. 
Profit on sale of fixed assets . 
Profit on redemption of bonds 


Deduct interest on bonds and debentures 

Net profit before taxes on income . 

Taxes on income (see note 7) 

Consolidated net profit before minority interests 


Minority interest in profits of subsidiary companies 


(net) . 


Consolidated net profit for the year (see notes 3 and 4) 


Year ended March 31, 1966 


$41,346,415 
16,049,699 


1,563,013 


89,453 
21,405 


2,770 


Per- 

centage 

$61,956,835 100.0% 
66.8 
29 
2.5 
58,959,127 95.2 
2,997,708 4.8 
155,785 8 
3,153,493 Bal 
2 
113,628 a. 
3,267,121 2.8) 
59,680 
3,207,441 52 
1,645,526 Dai 
1561/9115 25 

1,931 
$ 1,559,984 2.5% 


(x) Including total remuneration of directors as such: 1966 $8,055; 1965 $6,250. 


The attached ‘‘Notes to the Consolidated Financial Statements” 
on the following pages should be read together with this statement. 


Per- 
Year ended March 31, 1965 centage 
$53,512,422 100.0% 
$35,240,950 65.9 
13,511,081 25:2 
140,402 3 
1,407,475 2.6 
50,299,908 94.0 
3,212,514 6.0 
98,013 ve 
3,310,527 6.2 
102,187 ped 
20,234 
6,398 
128,819 ZB 
3,439,346 6.4 
63,756 al 
3,375,590 6.3 
1,792,000 3:3 
1,583,590 3.0 
$ 1,583,590 3.0% 


STATEMENT OF CONSOLIDATED EARNED SURPLUS 


YEAR ENDED MARCH 31, 1966 
(with comparative amounts for 1965) 


Balance at beginning of year . 


Add: 
Consolidated net profit for the year (see notes 3 and 4) . 


Amortization of route list costs Berea in prior years and now reer 
(see note 4) . Ak Pa To ogt Sal Path oO oe a Wee ae 


Deduct: 
Dividends declared on Silverwood Dairies, Limited shares— 
Class ““A’’—77%4¢ per share (1965—700¢). 
Class ““B’’—77%¢ per share (1965—70¢). 


Balance at end of year. 


AUDITORS’ REPORT 


Year ended 


March 31, 1966 


$99,082,173 


1,559,984 


625,160 
Ui 26773 


649,473 
341,940 
991,413 
$10,275,904 


Year ended 


March 31, 1965 


$8,380,811 


1,583,590 
9,964,401 


573/576 
308,852 
882,228 
$9,082,173 


15 


16 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1966 


1. ACQUISITION OF SUBSIDIARY COMPANIES 

United Dairies Limited: On January 5, 1966 Silverwood Dairies, Limited acquired 40,666 common shares, representing approxi- 
mately 81% of the outstanding common shares, of United Dairies Limited which carries on dairy and related operations in the provinces 
of Alberta and British Columbia through nine subsidiary companies. These shares were purchased at $50 per share, and the total 
purchase price of $2,033,300 was satisfied by the issue of 40,666 Class ‘‘A’’ shares of Silverwood Dairies, Limited valued at $15.75, 
per share plus a cash payment of $1,392,810. 


The company made offers on January 12, 1966 to purchase the remaining 9,334 outstanding common shares of United Dairies 
Limited at $50 per share, the purchase price to be satisfied either by a cash payment of $50 per share or a cash payment of $34.25 
per share plus one Class ‘’A”’ share of Silverwood Dairies, Limited. As a result of these offers the company had acquired an additional 
9,006 common shares of United Dairies Limited as at March 31, 1966 and as consideration had issued 4,446 Class ‘‘A”’ shares of 
Silverwood Dairies, Limited and had made cash payments totalling $380,275. 


Northwestern Creamery Limited (a subsidiary of United Dairies Limited): On January 5, 1966 Central Creameries Limited, 
a wholly-owned subsidiary of United Dairies Limited, acquired for $363,000, 363 common shares of Northwestern Creamery Limited, 
representing the balance of the outstanding shares of this company not previously owned by Central Creameries Limited. Concur- 
rently with this acquisition the vendors of the shares of Northwestern Creamery Limited subscribed for 7,260 Class ‘’A” shares of 
Silverwood Dairies, Limited for cash at $15.75 per share. 


2. PURCHASE OF ASSETS AND BUSINESS OF OTHER COMPANIES 

Findlay Kemp Dairies Limited: As of February 1, 1966 Silverwood Dairies, Limited purchased certain assets of Findlay Kemp 
Dairies Limited and of an affiliated company and took over the operation of the related businesses. The total purchase price of the 
assets and businesses so acquired has been estimated at $1,864,816, of which $800,000 was paid in cash at the date of the closing. 
The balance of $1,064,816 which is payable on June 30, 1966 has been included with current liabilities on the attached consolidated 
balance sheet. The estimated total purchase price is subject, on or before June 30, 1966, to final determination of the value of certain 
inventories and other assets and, accordingly, may be subject to some variation. 


Other businesses: Other assets and businesses were acquired during the year ended March 31, 1966 but the purchase prices were 
not substantial. 


3. PRINCIPLES OF CONSOLIDATION 

The accompanying consolidated balance sheet as at March 31, 1966 includes the assets and liabilities of United Dairies Limited and 
its subsidiaries together with appropriate provision for the interest of minority shareholders. The attached statement of consolidated 
profit and loss for the year ended March 31, 1966 includes the operating results of United Dairies Limited and its subsidiaries from 
the date of acquisition on January 5, 1966 to March 31, 1966. The results of operations relating to the assets and businesses pur- 
chased during the year have been included in consolidated profit and loss from the date of acquisition of such assets and businesses. 
The comparative balance sheet and profit and loss figures shown for 1965 do not include the accounts of subsidiaries acquired or 
businesses purchased during the year ended March 31, 1966. 


4. ROUTE LISTS AND GOODWILL—AT COST 


Prior to April 1, 1965 the company followed the practice of attributing to the cost of route lists, the excess of amounts paid on the 
purchase of businesses over the value of tangible assets acquired. The amounts so allocated to the cost of route lists were then 


amortized by charges to operations over periods of three to five years. As the status for income tax purposes of amounts charged to 
operations in respect of such amortization has been in doubt, provision for taxes on income was made in each year on the basis that 
these charges would not be allowed as a deduction from taxable income. 


The status of route list amortization for tax purposes was resolved in June of 1965 by a decision of the Tax Appeal Board which 
held that such amortization is not deductible for tax purposes as amounts expended on the acquisition of route lists represent capital 
expenditures which have a continuing value. Following this judgment the directors of Silverwood Dairies, Limited have reviewed the 
accounting policy previously followed by the company and have concluded that the purchase costs which in the past have been 
attributed to route lists are basically similar to expenditures for goodwill and, accordingly, should not be subject to amortization. As a 
result of this decision, amortization totalling $625,160 which had been charged to operations during the 9 years ended March 31, 
1965 has been reversed to consolidated earned surplus account and no amortization has been charged in the accompanying financial 
statements against the operations of the year ended March 31, 1966. Amounts of amortization charged against operations prior to 
April 1, 1956 are not material and have not been reversed. 


If the practice followed by the company in previous years had been applied in 1966, route list amortization of approximately $177,000 
would have been charged against operations and the consolidated net profit for the year ended March 31, 1966 would have been 
reduced by this amount. 


5. MORTGAGES, NOTES AND DEFERRED ACCOUNTS PAYABLE 
Details of this amount are as follows: 
(a) issued by Silverwood Dairies, Limited—6% notes payable to banks (not subject to call before April 1, 1967) $1,500,000 


5%% mortgage, repayable in four annual instalments of $15,400 . ............ 2.484 61,600 
1,561,600 
(b) issued by subsidiary companies— 
First mortgages payable Ee fon Saas 236,411 
Equipment contracts payable (Secured) i. os aa cure, Basten ee hae a eu swe len de ie She armies 22,194 
Deferred: accounts: DayabDlGarye.jacwccasecs <a: er) a Ry Merron yk en fain rn ayers, a 231,928 
490,533 
Ota mee ta oe eee ee Ramee per | ae mE em ME er Rr 8 erat ee ete koa When aia a ata 2,052,133 
Cesstamounts due withinione:veateee ae. ce une y can ce och acy SMARTER ee hig lee as mena 138,837 
$1,913,296 
6. BONDS AND DEBENTURES PAYABLE 
Particulars of the bonds and debentures payable are as follows: 
First mortgage bonds: Outstanding 
g . oe eee, si Original March 31, 
Issued by Silverwood Dairies, Limited authorization 1966 
Series “A” — i Sings RL aims 
2%% to 3%% serial bonds maturing $80,000 annually on July 2, 1945 to 1954 inclusive $ 800,000 Nil 
3%% to 4% serial bonds maturing $100,000 annually on July 2, 1955 to 1964 inclusive 1,000,000 Nil 
1,800,000 
Series “B’— 
3% serial bonds maturing $50,000 annually on January 2, 1955 to 1958 inclusive. 200,000 Nil 


2,000,000 Nil 


18 


NOTES TO THE CONSOLIDATED FINANCIALSTATEMENTS 


(continued) 


Issued by Silverwood Western Dairies, Limited and assumed by Silverwood Dairies, Limited 


3% serial bonds maturing $60,000 annually on April 1, 1947 to 1956 inclusive ... . 600,000 Nil 

4% sinking fund bonds due April 1, 1966 (sinking fund payment $60,000 per annum). . 600,000 Nil 

1,200,000 Nil 

3,200,000 Nil 
4% general mortgage bonds due July 2, 1971 (sinking fund payment $150,000 perannum). . . 2,000,000 $ 639,500 

5%% convertible sinking fund debentures due July 2, 1972 (sinking fund payment $100,000 per 

ANNUM) assis cy eee es bee eee eee ese Gon ceeicear ene Me Bad ea beets eee 3,000,000 398,000 
$1,037,500 


Notes: (1) All of the authorized bonds and debentures have been issued except for $1,000,000 of the debentures. 
(2) Sinking fund payments of $552,500 have been made in advance as at March 31, 1966. 


7. ACCUMULATED TAX REDUCTIONS APPLICABLE TO FUTURE YEARS 


The income taxes actually payable in respect of the year have been estimated at $1,508,421. The difference of $120,504 between 
this and the taxes charged to consolidated profit and loss results from claiming capital cost allowances for tax purposes in excess of 
depreciation recorded in the accounts of the companies. 


This difference is applicable to those future periods in which the amounts claimed for tax purposes may be less than the depreciation 
recorded in the accounts and is accordingly included in the item “Accumulated tax reductions applicable to future years” in the 
attached consolidated balance sheet. This item also includes similar reductions aggregating $1,729,454 in respect of prior years. 


8. CAPITAL STOCK 
Changes in issued shares during the year ended March 31, 1966 were as follows: 


Class “A” Class ‘’B” Book value 
Issued!Marchv3i,4:965: G4 eee cece sep eounce) ernment ne 822,146 shares 441,212 shares $6,172,624 
Add issued during year: 

As consideration for the purchase of shares of United Dairies Limited 

(See Note tl) cols ai Bice id eine) ee Gouge on ce Oe rae 45,112 710,514 

For cash (seenote1) ... . Bh cee: eS eo 7,260 114,345 

For cash to employees under aobk purchase plan pee eet, ‘ 10 120 

In exchange for 5%% debentures with a par value of $47,000 (noteye 3,923 47,076 

Isstied Marchi 31,1966. sey ep eter ets cee 878,451 shares 441,212 shares $7,044,679 


Note: In accordance with the terms of the debenture issue, debenture holders contributed an additional $76 to eliminate fractional 
shares arising on conversion. 


In addition to the capital stock issued at March 31, 1966, additional Class ‘’A’” shares were reserved as follows: 


(a) For exchange for outstanding 5%% convertible sinking fund debentures . . . Soyicedss ee mee 33,166 shares 
(b) For issue under the offer to purchase shares of United Dairies Limited (see note 1). See Cea aes 328 shares 
33,494 shares 


9. RESTRICTIONS ON PAYMENT OF DIVIDENDS 


Silverwood Dairies, Limited has covenanted in the Trust Indenture securing its convertible sinking fund debentures not to declare 
or pay any dividends (other than stock dividends) when consolidated net current assets (as therein defined) are less than, or would 
thereby be reduced to less than $1,500,000. 


Other covenants which limit the payment of dividends but which are considered to be less restrictive in effect have been given by 
Silverwood Dairies, Limited under the trust deed securing the general mortgage bonds. 


10. FIXED ASSET COMMITMENTS 


As at March 31, 1966 the company had made commitments in connection with the construction of new ice cream facilities at 
London, Ontario amounting to approximately $943,000. 


11. 


ISSUE OF NEW SINKING FUND DEBENTURES 


It is the company’s intention to call for redemption all bonds and debentures presently outstanding and to issue sinking fund deben- 


tures under a new trust indenture during the year ending March 31, 1967. 


STATEMENT OF CONSOLIDATED WORKING CAPITAL 
for the Year Ended March 31 


During the year there was a decrease of $2,370,957 in consolidated working capital as shown below: 


Current assets 
Current liabilities 


Working capital. 


This decrease arose from funds expended in excess of funds provided as follows: 


Funds expended: 


PWN 


5. 


. On additions to the company’s plant and equipment (net) . 
. To provide for dividends to shareholders . ek 

. On the purchase of route lists . 

. On the acquisition of shares of subsidiary companies (see note 1). 


Less current assets acquired (net) 
On increases in sundry assets, etc. (net) . 


Funds provided: 


ifs 


2 
3. 


From operations 
Consisting of— 
Consolidated net profit for the year (see notes3 and4) . . 
Charges deducted in arriving at the above profit but which did not 
represent an outlay of funds: 
Depreciation and amortization : 
Portion of the income tax provision for the year ‘not immediately 
payable (see note 7) 


From issue of Class ‘’A” shares (see note 8) 
From increase in mortgages, notes and deferred accounts naveble 
(see note 5) . 


Resulting in an excess of funds expended over funds roeiicn & 


March 
31, 1966 


$11,390,525 
8,881,160 


$ 2,509,365 


2,846,600 
309,991 


1,559,984 


1,575,013 


120,504 


" 3,255,501 


March 
31, 1965 


$8,774,738 
3,894,416 


$4,880,322 


3,506,226 
991,413 
767,065 


2,536,609 


167,418 


3,255,501 


825,055 


UEP RE! 


Increase or 
(decrease) 


$ 2,615,787 
4,986,744 
$(2,370,957) 


$7,968,731 


5,597,774 
$2,370,957 


US, 


‘ FAVORITE | 
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Good Cows Give 


FOR THAT BIRTHDAY 


Fluid Milk Division Homo Milk Commodity Division Whole Milk Powder 
Safe Milk Vita- Homo Handimilk (Roller Process) 
Jersey Milk Buttermilk CreaMilk Sweetened Condensed 
Dari-Rich Whipping Cream aa oli ray ey Butter Whole Milk 

Table Cream : salted and unsalte 

Breakfast Treat Pa Aaa Honey Butter Sweetened Condensed 
Creamed Cottage Cheese glad | dal fear) “Bakerlac’ Skim-milk Powder Skim-milk 

Skim Milk Sea nperuice (Spray Process) Powdered Buttermilk 
Lactic Milk Lemonade “Rollac’’ Skim-milk Powder 


Egg Nog Beep for Breakfast (Roller Process) Eggs—Shell (Graded) 


Ps 
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TEN YEAR COMPARATIVE SUMMARY 


YEAR ENDED MARCH 31 


| $ 1,583,590 $ 1,543,919 


SALES 


PROFIT BEFORE INCOME TAXES 


PERCENTAGE OF SALES 


INCOME TAXES 


NET PROFIT AFTER INCOME TAXES 
AND MINORITY INTEREST 


PERCENTAGE ON SALES 


NET PROFIT FOR EACH 
CLASS “A” and “B” SHARE 


DIVIDENDS $ 882,228 
PER CLASS “A” SHARE WO 
PER CLASS “’B’” SHARE 10 


EARNINGS RE-INVESTED IN 
THE BUSINESS 

PERCENTAGE OF EARNINGS 
RE-INVESTED 


$ 703,593 


45.6% 


CAPITAL INVESTED 


LONG TERM DEBT $ 1,124,500 $ 1,563,000 
SHAREHOLDERS’ EQUITY $15,254,797 $14,415,951 
TOTAL $16,379,297 $15,978,951 


PERCENTAGE OF SHAREHOLDERS’ 
EQUITY TO TOTAL INVESTMENT 


93.1% 90.2% | 


$ 12.07 $ ti2 
$ 4,880,322 $ 3,993,444 


SHAREHOLDERS’ EQUITY 
PER SHARE 


WORKING CAPITAL 


1963 
$48,017,229 
$ 2,913,910 | 
6.1% 
$ 1,513,000 
$ 1,400,910 
2.9% © 
$ 1.14) 
$ 735,464 
60 
60° 
$ 665,446 


47.5% 


$ 1,839,500 
$13,473,744, 


$15,313,244 


88% 


$ 10.94 


$ 3,963,821 


1962 
$45,642,340 
$ 2,803,628 

6.1% 


$ 1,470,000 
$ 1,333,628 

2.9% 
$ 1.12 


$ 695,704 


60 
.60 


$ 637,924 


47.8% 


$ 2,549,000 
$12,388,885 
$14,937,885 


82.9% 


$ 10.37 


$ 3,614,882 


666,891 


.60 
.60 


$ 568,140 


46% 


$ 2,811,000 
$10,975,516 


$13,786,516 


$ 9.82 $ 9.31 
$ 3,218,244 $ 2,935,337 $ 3,200,067 $ 2,838,159 


$ 


$ 676,666 


50.6% 


$ 2,942,000 
$10,268,552 


$13,210,552 


$ 647,298 


.60 
.60 


622,974 


49% 


$ 3,276,500 
$ 9,336,440 


$12,612,940 


$ 8.62 


1961 1960 1959 1958 1957 
$43,405,231 $43,141,870 $42,291,091 $40,276,928 $37,059,914 
$ 2,559,031 $ 2,752,175 $ 2,495,272 


$ 2,436,081 $ 2,193,142 


x 


$ 1,324,000 $ 1,416,000 $ 1,225,000 $ 1,165,000 $ 1,030,000 


$ 1,235,031 $ 1,336,175 $ 1,270,272 $ 1,271,081 $ 1,163,142 


$ Arete $ 1.21 $ VAT $ 1.19 
$ 


$ 640,008 
.60 


.60 


$ 631,073 


49.6% 


$ 3,623,000 
$ 8,598,621 


$12,221,621 


Ais 


5.9% 


3.1% 

$ 1.10 
$ 629,991 
.60 

.60 

$ 533,151 
45.8% 

$ 4,085,000 
$ 7,838,000 
$11,923,000 
65.7% 


$ 8.02 $ 7.40 


$ 2,443,303 
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Mr. Grant M. Carlyle, President of United Dairies Limited, traces the 
origin of his company to the one-route Carlyle Dairy of Calgary 
founded in 1909 by J. W. and T. M. Carlyle (Grant's father). 


The history of the Carlyles follows a pattern of expansion and 
acquisition somewhat similar to the Silverwood story. In 1913 
a branch known as Crystal Dairy was opened in Medicine Hat 
and in 1914 another Crystal Dairy began operations in Lethbridge. 
Branches in Cranbrook and Fort MacLeod followed soon after. 
A1917 merger of four Calgary dairies, including Carlyle’s, resulted 
in the formation of three separate companies which exist today 
as part of United Dairies. Union Milk Company Limited handled 
the milk operations; Crystal Dairies Limited the combined ice 
cream production and sales; Central Creameries Limited the butter 
manufacturing and jobbing. All three developed branches 
in other areas. 

In 1928 United Dairies Limited, a holding company, was formed 
to control all of these companies. The same year, United, through 
a subsidiary, acquired a controlling interest in Northwestern 
Creamery Limited of Victoria, B.C. This company had been formed, 
in 1912 by F. H. A. Norton, Sr. (father of Frank Norton, its 
present Manager) and A. G. Smelling. 


Central Creameries opened a Vancouver branch in 1920 for 
butter and later for ice cream. In 1931 Jersey Farms Limited was 
organized to sell Jersey Milk in Vancouver. Soon they were 
selling a full line of dairy products. In 1965 Peter’s Ice Cream 
Limited was purchased and their plant used for all Vancouver 
ice cream operations. 


This is only a brief sketch of some of the developments. Other 
locations and operations can be seen on the map on pages 
4 and 5 of this report. 


All of the plants and equipment of this company are in excellent 
condition and we are expecting very favourable results from 
their operations. 


The subsidiaries of United Dairies Limited are: Union Milk 
Company Limited, Jersey Farms Limited, Northwestern 
Creamery Limited, Milky Way Stores Limited, Central Creameries 
Limited, Crystal Dairy Limited, Canmore Dairy Limited, Milum 
Dominion Dairy Limited, Grancy Holdings Limited. 


OFFICERS OF UNITED DAIRIES LIMITED: 


E. G. Silverwood—Chairman of the Board 

G. M. Carlyle—President 

E. E. Peterson— Vice-President 

R. Facey—Secretary and Assistant Treasurer 

|W. Barton—T7reasurer, Assistant Secretary and Comptroller 


DIRECTORS: 

T. A. Burwash M. R. McCrea 
G. M. Carlyle E. E. Peterson 

J. H. Gillies E. G. Silverwood 
J. C. Mahaffy John Stevenson 


STERN CANADA 


United Dairies Limited, ? { 
Head Office and Union Milk Company, Calgary, Alberta 


Northwestern Creamery, 
Victoria, B.C. 


2. Jersey Farms Limited, 
Retail Milk Plant, Vancouver, B.C. 


4. Jersey Farms Limited, 
Ice Cream Plant, Burnaby (Vancouver), B.C. 


THE FINDLAY KEMP 
STORY 


On February 2, 1966 Silverwood’s purchased most 
of the assets of Findlay Kemp Dairies Limited, 
one of the largest privately owned dairies in the 
Toronto area. 


This Company had been formed only one year 
earlier by the merger of three long established 
family businesses. Mr. Eric Findlay was President, 
and Mr. Ray Kemp and Mr. M. Hugh Curry, 
Vice-Presidents. 

The Findlay Dairy was started in 1926 by Mr. 
Hugh Findlay, father of Eric, and made rapid prog- 
ress in Toronto. Davies Dairy Products and 
several other businesses were acquired over the 
years. In 1948 Eric Findlay joined the organization. 


Mr. Ernest Kemp, father of Ray, first bought into 
Fairbanks Dairy about 1930. Six other dairies 
were acquired and there were several changes of 
name before “Kemp's Fairglen Dairy “wasdecided 
upon. Later this became Kemp's Dairy Limited. 


Uplands Dairy Limited was started in 1931 by 
Mr. Sam Sloan and Mr. M. Hugh Curry. Along 
with their retail business they recently developed 
Uplands Dairy Shops selling milk tothe public from 
convenient stores scattered throughout Toronto. 


By 1965 each of these businesses had expanded 
to the point where their equipment was opera- 
ting almost 24 hours a day. It was decided to 
consolidate these businesses under the name of 
Findlay Kemp Dairies Limited and eventually to 
build a new modern building to accommodate 
all their activities. The financing of such a project 
was not a simple matter and eventually it was 
decided to combine their operations with that 
of Silverwood Dairies, Limited. Hugh Findlay and 
Ernest Kemp retired some time ago leaving the op- 
eration of their businesses with their sons. These 
young men and thefine personnel built up in their 
organizations will be real assets to Silverwood's. 


Two of their dairies are being used in the Silver- 
wood operations but already much consolidation 
has taken place and more will follow to take 
advantage of every possible economy. 


Mr. Curry did not stay with Silverwood’s as he 
had other outside interests including the oper- 
ation of tank trucks and trailers hauling milk to 
Silverwood's. 
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